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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

OFFICIAL USE ONLY

PHASE II1 FINANCIAL, LID.

FIRM ID. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
125 BROAD STREET
o, and Suee)
e NEW YORK NY 10004
-~ e (State) @p Code)

~ - +

"NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

“AbSrt G. Lowenthal (212) 668-5782

L {Arza Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*®
Sullivan, Bleakley & Company, LLP

(Name — {f individual, state last, first, middle name)

116 W. Baltimore Avenue Media PA 19063
(Address) (City) ) Zip Code)
CHECK ONE:

Certified Public Accountant PHOCESSED

(J Public Accountant

O Accountant not resident in United States or any of its possessions. MAR 3 12008

FOR OFFICIAL USE ONLY 7 THi y
) FINANCIAL

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).

i Pocenvial pecsons who arr re respond to the cotlection of informarion
SEC 1410 3-91) contnioed in this form are not required to respond unless l'hc form displags

a cuvvently valid (YYNE cooteol number.
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General Partner
f%)\ i
i 7 S
Notary Pubtic T

OATH OR AFFIRMATION

I Albert G. Lowenthal

Phase II Financial, Ltd.

swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

December 31 2007 = are true and correct. 1 further swear (or affirm) that neither the company
nor any partner, proprictor, principal officer or director has any proprietary interest in any account classified soley as that of

a customer, except as follows:

/ |

M

Albert G, Swmur owenthal

FRANGINE BARNA
NOTARY PUBLIC Stato of Now York

BAS130114
Quauﬂal In
Commission Expires July 8, 2009

This report** contains (check all applicable boxes):

@ (a) Facing page.

(b) Statement of Financial Condition.

@ (c) Statement of Income (Loss).

_(d) Statement of Changes in Financial Condition.

@ (e) Statement of Changes in Stockholders’ Equity or Pa.rtners or Sole Propnetor s Capital.

() Statement of Changes in Liabilities Subordinated to Claims of Creditors.

@ (g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant 10 Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

) A Oath or. Affirmation.

O (m)A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is centained in this Report

NAME (If individual, state fast, first, middle name)

Sullivan, Bleakley & Company, LLP (70 ]
ADDRESS
116 W. Baltimore Avenue 1] Media 77] PA (73] 19063 8
Number and Street City State Zip Code
CHECK ONE
{x] Certified Public Accountant FOR SEC USE
(] Public Accountant
7] Accountant not resident in Unitad States

or any of its possessions

DO NOT WRITE UNDER THIS LINE . . . FOR SEC USE ONLY

WORK LOCATION REPORT DATE DOC. SEQ. NO. CARD
. MM/DD/YY
[ 50 ] [ 5] (52} 53]
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SULLI!VAN, BLEAKLEY & COMPANY, LLP
C szh’fisd Public c4¢cowztan£1

|
:JRC’).;SLEPPI-:-'EM-BSLLI{ZLAL;('!Y.Ey'CC;: 116 W. BALTIMORE AVENUE
WILLIAM A. SPINGLER, JR., CPA MEDIA, PA 19063

(610) 565-8810

MEMBERS
PENNA. INSTITUTE OF CPAS FAX (610} 565-6074
AMERICAN INSTITUTE OF CPAS Email: sbeepa@bigplanet.com

February 12, 2008

To the Partners of
Phase II Financial, Ltd.
New York, New York

We have audited the accompanying Statement of Financial Condition of Phase II
Financial, Ltd. as of December 31, 2007 and the related Statements of Income and Expense,
Ownership Equity and Statement of Cash Flows for the year then ended. These financial
statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

| We conducted our audit in accordance with auditing standards generally accepted in the
'~ United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above, present fairly, in all material
respects, the financial position of Phase Il Financial, Ltd. as of December 31, 2007, and the
results of its operations and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

, Respectfully submitted,

Swllivan, Bleakbley & Company, LLP




FOCUS REPORT

FORM (Financial and Operational Combined Uniform Single Report)

X1TA5 | PART IA@

SEC 1696 (7-78) arm (Please read instructions before preparing Form.)

— —
— — —

|

This r:;cft is being tiled pursuant 10 {Check Applicable Block(s):

1} Rule 178-5(a) 2) Rule 17a-5(0) [ 7] 3 Rute 17a-11 [ [ W0
4) Special request by designated examining authority S) Other C:EB

NAME OF BROKER-DEALER SEC FILE NO.
8-33559 [14]
] ) FIRM 1D. NO,
Phase Il Financial, Ltd. 1] 16249
[w]
Not Use P.O. Box No.
ADDRESS OF ;mucng;u; Pucztor BUSINESS (Do Not Use ox No.} TOR PERIOD BEGINNING WTDDIYY)
125 Broad Stree _ [3]  01-01-2007 o]
(No. ang Street) AND ENDING {MM/DD/YY)
New York e @ 9% @1 12-31-2007 []
. {City) {State) (Zlp Code)
NAME AND TELEPHONE NUMBER OF PERSON 10 CONTACT IN REGARD TO THIS REPORT  (Area Code)—Teiephone Na.
Albert G. Lowenthal, General Partner [30] (212) 668-5782 3]
NAME(S) OF SUBSIDIARIES OR AFFILIATES CONSO.IDATEO IN THIS REPQAT: OFFICIAL USE
‘ 32 13
34 35
38 37
s 2
- DOES RESPONDENT CARRY ITS OWN CUSTOMER ACCOUNTS? YES no [x]at]
CHECK HERE IF RESPONDENT IS FILING AN AUDITED REPORT [ x |42 |
EXECUTION:

The registrant/broker or dealer submitting this Form and its attachments and the person(s)
by whom it is executed represent hereby that all information contained therein is trus,
correct and complete. It is understood that all required items, statements, and schedules
are considered integral parls of this Form and Ihat the submission of any amendment
represents thal all unamended items, statements and schedules remain true, correct and
complete as previously submitted.

j Dated the }—7 (r"—é/ day of : \Xjf JS/M

Manual signatures of:

1) /

Principal Execu%ic.r or Managing Panhez
2) A A 3

Principal Financﬂ Olticer or Parinet

3

Principal Qperations Officar or Pariner

ATTENTION—Intentional misstatements or omissions of facts constityte
Faderal Criminal Viclations. {See 18 U.S.C. 1001 and 15 U.S.C. 78:1[a))
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART |

IA

%ROKER OR DEALER

Phase II Financial, Ltd.

N

3

NN

n,

12,

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

Sacurities and 1pot cammodities

ownad, at market valus:

. Exsmpted sscuritiss

. Options
. Other securities
. Spot commaodities

monN®)

Debt securities. . . ..

Securities and/or other investmenn

not readily markeiable:

A At cost ‘,I $

21,763,386

130

ASSETS

Altowable

22,225

[%0]

3,002,707

(295 |

300 s

= of IMM/DD/YY)

12-31-07

SEC FILE NO.

Neon-Allowasble

8§-33529

Consolidated
Une lideted

Total

22,225

g élf:’::

3,002,707

no

3ss |

94

w

94

830

950,000

418

1,179,132

419

4.007.113

B. At estimared fair value

[sa]

119,634,165 [w1w0]

6,136,245

J

119,634,165

Securities botrowed under subordination sgres-

mants and partnens’ individual snd capital

sEcurities sccounts, st market value:

A, Exempted
securities $

[4a0]

o]

B. Other
sacurites $

market value of collateral:

A, Exempted
mcurities $

470

{

B. Other
securities $

Memberships in exchanges:

A. Owned, at
markey  $

B. Owned. st coat

C. Contributed for use of the company,

st market value

Investment in and receivables from

attdiates, subsidiyries and

sssociated parinerships

Property, turniture, squipment,

lessehold improvements and rights

under leass agreements, 8t cost-net

ol sccumulastird deprecs; tion

nc amorizalion

Oher asa®t8. . . ..o eie i i s

TOTAL ASSETS

L)

Y

€70

1)

490

920

38

v
[

930

s 9,161,177

540

$_119,634,259

s 128,795,436

940
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA .

BROKER OR DEALER Phase II Financial, Ltd. mof _ 12-31-07

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING
AND CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al Non-A.l,
Lisbilitias Lisbilities Lisbilities Tatal
N
3. Bank loanspaysbi®. .. .. coo i s 1045 | § ]1255 |,',s |uro |
14, Payabie to brokers or deslers:
A. Clesrancesccount. .........ovunn.uun 114 1318 1560
B Other ... h4 1146 1305 1540
15, Payabhie 1O NON-CUsTOMArE. . . ............. 1185 1358 1610
18. Secuntins 10ld not yet purchased,
oI MErkEt vBlUR . . ... |‘lm I I 1‘20'
17. Accounts payabie, accrued liabilities,
expensesand other .. ................ 1205 56 3 486 I 1388 I 56 ’ 486 1888
18. Nates and mortgages payable; i
A Unseeured. . ....oiviicarianee e 1210
B SeCured.....c..uiniiaannraenn 2211 ¥ {130 ¥ 1700
19. Luabibties subordinated to claims '
of genaral creditors:
A, Coth DOTFOWINGS . v ov v enennnn e [véo0 ] [v710]
1. trom outsiders 3 § l $70 I
2. Inctudes equity subordinstion (15c3-1 (dl)
of ... $ I 980 |
B. Securities borrowings, st marker valua:. . . m ii_nﬂj
from outsiders § I 990 I
C. Pursuant to secured demand note
collatersl pgreements: .. ... .......00 1420 1730
1. trom outsiderr § I wool
2. -ncludes equity subordination (15¢3-1 (d))
of .... $ 101¢
D. Exchange memberships contributed for
use of company, # marketvalue. . ... ... I 1430 I I 1740 I
E. Accounts and ather borrawings not
quahified for net capital purposes . .. ... 1220 1440 1750
20. TOTAL LIABILITIES ........... s 1230] § 56,486 juso] s 56,486 1760
Ownership Equity
21, Soie PIOPREIOMMID .. ..cov et e aaaa e e e ey Is 1770
22. Partngrahip {limited partners ... ... ... ... l'l‘ 32 ,573.374 I 1“”]' 128 .738,950 1780
2). Corporation:
LR o T LT Y - 1
L T o 1792
C. Addinona) Daid-int CBBIBE . .. .. .. ..ttt aa e 1797
D. PeIBinet BBIMIIGE . . o o o vr e oo asanaeesnaaaecaaaensnen e toeasaeat it aas ey 1794
{20 T N 1795
Fo o Lest CoapIta! STOCK iM CTRBIUIY. .o oot vt i v ae e casas i s nsrnnrnrsaeaneesnentstsiatanemssrensssnseeans .'.l 1 1798
. TOTAL OWNERSHIP EQUITY . oo\ttt ettt e e e et e et ettt e e e e e e e e e e, $ 128,738,950 1800
5. TOTAL LIABILITIES AND OWNERSHIP EQUITY L. ... ... s, s 328 72§ £36 10

OMIT PENNIES
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FINANCIAL AND OPERATION COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER Phase 11 Financial, Ltd. o of

12-31-07

Ll i

10.

COMPUTATION OF NET CAPITAL

Total ownerthip squity from Statement of Financial Congition, ... .. cooeveannne it irtrrinerraarerosssrnnss s_128,738, 950 3480
Deduct ownershup squity not slowable Tar Net Capitel . . ... . ...urcccuunnrsuaanenas s et tiaranrassses M )| 3490
To15l ownerhip equity Quahiied Tor Net CODItEl .. .. oottt v e e ira e et na ittty 128,738,950 3500
Add:
A. Ligtilsties subordinated to claims of general creditors allowable in computation of netcapital. ................. 3520
B. Other (deducuions) or sllowable cradits [Listh. .. ...t i nierriieen st aees JI528
Totat capital and atlowable WDOrGINBED IABIHTEE. . o ..ot i ten s rrraean oot ounan e tass et nnras s $ 178.738.950 3530
Decuctions snd/or charges: 3 i
A. Total nonallowsble staen trom Staternent of Financisl Condition{Notes Bend C) 3 119 y 634 . 259 3540
B. Secured demand NOTE OBIICIBNCY . . . ..o vt ssnssaraenanrsnnsanas 3500
€. Commaodity futures contracts and spot commaodities-

proprigtary CRDItEl ChargEs. . .. ... ittt st e 3850
D. Other deductions and/or Ehamg®s . . .. oottt iiraanares »10}] 119, 634 y 259 Y as20
Other sdditions and/or altowable cradits (Listh. . ... ... .. iiuinrorasrvnmccirosrranrrasnsirreassasnnns 3630
Net capits] Bafore hairCuts On MEUTITIES POBITIONS . .. ... ..\ it ieannrinoanarnneannsaceaneaarassranssns rs, 9,104, 691 3640

Haircuts on securitis (computed, where spplicable,
pursusnt to 15¢3-1 (A}

A, Contractunl BECUTTIEt COMIMILMBALE . . . .. .00t vrnrennrrrnnranrmnnnnnes 60
B. Suborcinated seCuTitior DOCFOWINEE . . ... 0uut st nre e 70
€. Trading and invastment securities:
1. EREMPIET BECUTINBE . o o ot v ve e e oo nem e et aaaaaaas X 95 ,OOO 3738
2. DDl SEUNTIEE . .ottt t e e 353,740 |3133
b T T 1T T A 37130
B, Oher SECURITIEE ... ..ottt et eeaeeeeeeananennnnnrnnanassoass 659,775 314
D. Undue CONCORNIIBLION . ...\ttt nn e enr e aae e ianaaaaaesrareeanannas %50
E. Other{List).......covnnnnnn. U amne| {

1,108,515 3740

L CBDITE .o oo et oe et et ottt ete st n e aneaanaassaasaasaneasenioiassaanssnnsareatoranasnnssbasns 3 7,996 176 !3150
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- FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER Phase II Financial, Ltd. wof____12-31-07

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
1%, Minimum net capital required (8-2/3% of line 18) ... ... o iiiu it P $ - 3754
12. Minimum dollar net capital requirement of reporting broker or deater gnd minimum net capitsl requirement
of subtidisries computed in sccordance with Note (Al ..., .. e tereieerreesiaaa sy Cheeeetvaneanan L] 100, 000 Irse
13, Net capital requirernent {greater of Tine 1308 32) L ..ot iniiiiinennianrinasnrioarsanraanonas Ceeaeeaaies $ 100,000 3780
4. Excinanat capial (line 101685 13) ... . iuiin i ci ettt $ 7.896.176 EYRT
15. Excess net capits! 81 1000% (line 10 less 10% of ling 19} . ......... e i aaaneanens i reeeeerraeeans ys__ 7,996,176 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Totwl A.j. lisbilities trom Statement of Financial Condition, . ......... ey e reeneneee ] - 3790
17, Adag:

A Drafts for immediste eredit. . ... ... .ccuviiiniririrrr e Ts [3800]

B. Market valus of secutities borrowed for which no equivalent

VAR IS POt OF CTItBA . .. .. v et inenear i $ e

C. Other unrecorded amounts [List), . ... oueionrvnsisonarrresanraanssnns s M0 |8 1830
19. Totsl aggregate indebtedness ... ... ... et iianaaeees et eenaarreasarrrr i e Ceeenne ] = 3840
20. Percantage of aggregate indebtednets to net capital Hine 19 2by line 10). . ... i tieesiestrareassranieanaaanas % - 3850 |
21. Per¢antage of debt 10 Gebr-quify 10tal cOmPUted in accordence with Rule 18c3-1 1) . .o vnnrneivninenon, s % = 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Pan B

27. 4% 'of combined aggregste debit iterns & shown in Formulas for Reserve Requirements pursuant 1o Rule
15c3-3 prepared a3 of the date of the net capital computation including both brokers or dealers

snd consolidated sUbSICIRries’ GEDITE. . .. ...0uvnucrsvnnreanasssonnraoarsss enemeearaas Cereseaaisans .8 370
23. Minimum dotlar net capital vequirement of reporting broker or deater and minimum net capital
requirement of subsidisries computed in accordance with Note (A) . ... ... ... ooiieiinnen R Cireeas A 3880
24. Netcapital requirement (Dreater of 1in@220r23) ... i e ] 3760
2%, Excessnstcapial (ling 10 s 28] ... .. .. ittt ] 0
20. Net capital in excess of tha greater of:
A. 8% of combired sggregate Aabit Itams or $120.000 ... ...c.uciiiaranrrorciainsinnnierrea e eerneen $ 320
B. 7% of combined aggregate deblt items or $120000 .. ... ... i it iiiia e et e s ] 3930
OMIT PENNIES
NOTES:

(Al The minimum net capitsl requirement should be computed by sdding the minimum dollar net capital requirernent
of the reporting broker dester and, lor each sutsidisry 10 be consolidated, the graster of:
1. Minimum dollsr met cnai'ul requirement, or
2. 6-2/3% of sggregate indebtedness or 4% of spgregate debits if atternative method it uted.

{81 DG not deduct the valur of securities borrowed under subordinstion sgreements or secured demand note
covered by subordination agreements not in satitfactory torm and the market valuss of memberthips in
sxchanges contributed for use of company {contrs 1o item 1740) snd parinery’ wcurities which were
included 1n non-silowsbis msars.

{C) For report filed puriuant to paragraph (d) of Rule 17a-5, respondent should provide 8 list of material
nan-sliowmable mets.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART A

BROKER OR DEALER Phase II Financial, Ltd.

' For the period (MMDDYY) from %, 01-01-07 1393210 12-31-07 |33
Number of monthy Incluced In this statament 12 5931

STATEMENT OF INCOME (LOS8)

AEVENUE
1. Commissions:
a4 Commissions on transactions In sxchange listed equity sacurities sxecuted on &n sAChENQ®. . ....ouvenuninererns 3 E;T
b. Commissions on listad oplion transactlons .............. R P T aes ! ]
©. All other securities commisslons ...........cccvunans bbesererseannunn Nesen-reasesoneasanann berabseananaans kol
d. Totsl securitios cOmMMIssions ........cieiiieraannns i e eteemeesasnmsaseanr-tarras ttavsatnoannanny es W40
2. Gains or losses on firm securities trading accounts
a From market making In options on & national securilies exchang® ............cocoviineimncasenannss P 045
b. From afl other trading . .........coovinnnes S crerans rtmmeranieeraseearieanarieeaiaan ( 336,.105) [swes
. Totet gaIn (1888) ...voiiniriiiiiiii i aaraa e hetrera e B (  336,105) [s®
3. Galny or losses on firm securities Investmenl sctounts .......... Cebeesaans Citrersersriessastaaesnananrnnn veras 24.738.134 W2
4. Profit (loss) trom underwriting and selling GMOUBSE ... .. vievvreaccaacanars vranes fereriredsereseanerasatannnas y F. 111
8. Revenus from sale of Investment company shafes ...... b abeeratasisaasrannssnnanas erersuierertanEaaibensnan - kb
0. CoOMMOTIINg MIVENUE . ...ouineiaotusiarinasnessaneassisesssssssatnstnasasssssanntosaasasssnsasstnssansasss %0
7. Faes for mccount suparvision, Invesiment advisory and sdministrative services ........ iieeanas teras bt barass W7
8. Other revenue ................ e reveraenaraatrneaaaaaenn fitenbrranara N eeeserntaenerrrateanaenraranrarraae 1,412,433 [T
D Tolal Mvenue ... . .oiirriirriinrra e irerasererersernee H et aidesasasiimereaenereesinnraeannnenans ] 2: 513 QQZ 2030
EXPENSES
10. Saleries and other smploymant costs for genaral pariners and voling stockholder officers .......... . 0inniines [ "0
11. Other employes compensation and banafits .......... teresaarssneineraninn Chersesrestttasastasansateatanannns 3. a8
12. Commissions pald to other broker-dealers ................ LesieessresesasasanarasrannTiean PN 4140
13, INtOrest GXPONBE ... .....ciiiiiiiiiiriisniiiaainnas Ceevan P Cerrererenaes .568 4078
a. tncludes Interest on accounts subject to subordinalion agreemants ................ [mo] i
14, Raguintory tees SRd @EDEABEE .......ouvinennreennns e rerenaaremranaanns . Feiheracimnsesiesnasses 48,155 4198
18, Other @XPENIBE .. ...... ccotuuesesvneresrnnasannan Neveessasaasnsssenassrerrana hedriressaanans resanssenn vew 188‘556 4100
18. Total expenses ............c.coenvnns Nesesisasmesanseansranas censanaan Cekeaeriararraaan brsesssssnaetacaians s 217.279 4200
NET INCOME
17. Nat Incomas (losa) before Federal Income tazes and ltema below (tem S less tem 18 ). .. ... ..oiviitiiininanianns [ 25, 577 3 183 4310
14. Provision for Fecderal Incoma taxes (for parent only) ............. vesiresessarssanases aeeseieasraeeiiaaiaans ..y 4220
19. Equity In samings (losses} of unconsolidated subsidisries not included abow ................. Nerrerrrraareanen “arn
a. Aher Federat income axes o ........eco... rerrcnsaeneraniaen rvieermieaeesaas | s238]
20. Extraordinary gains (loeses) .......... terannes eidsarenasenarenanes b aaenienaseereneateiiannastasanntananta N [l_nl_|
& Atar Faceral Income 1axes Of .......ccovnveearannnes BN RPN - [azms]
1. Cumulative eMect of changes in sccounting principles ........... s hetseaseretaasratrreirretaaerraratnannsans 4028
22. Net income (loss) aftar Fedaral Income taxes and extraordinary It8mMe . ... ... v iiiiincnencrsennsannsntinnanas .-.8 2;;,?7 . 183 4%
=
MONTHLY INCOME
. Incoms (currenl month only) before pravision for Federsl income taxes and exirgordinary Heme.................... s ( 3 ,047 ’ 729) [31—1]

23



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER Phase II Financial, Ltd.

For the period (MMDOYY) trom ___01-01-07

0_12-31-0/

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. BalBricw, DOGINMING Of BRTOD. . « . oo e et et et et e st e e ettt s e e s 101.054,751 [aze0
A NBE InCOME (1088 v v st e v e e e e e e e e e s e e e asa st e es taan e e ae bt am e e e 25,577,183 | a2so
8. Additions Hncludes nonconforming cooital O . . .. .. ... . ieiieiieicionn s 4262 |, 2,117,500 | 4260
€. Deductions {Inciudes nonconformmng capitsl of . _..........vevecernunen $ an}, ( 10,484) | a270
2. Balance, end of period (From item 1B00) . ......\eutnuesansiarnannatarrasassrrasoanansssatnsion s 1285738;950 | 4290
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
3. Balance, DAGINNING OF DRFOG . - - et uruerrrnaeersn s nnnasusrsssss sesnesesirstniaininiansnssonsens s B 4300
T S T R R TR RREER R 4310
T+ ¥ L T R 4320
4. Balance, and of period (Fromitem 3520}, L. ... oot iaint it esartrm sttt $ = [4338]
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM

SINGLE REPORT

PART IIA
BROKER OR DEALER Phase II Financial, Ltd. oot _12-31-07
Exemptive Provision Under Rule 15¢3-3
25. 1f an exemption from Auls 15c3-3 Is claimed, Identity below the sectlon upon
which such sxemption ls based (check ong only}
A, (K] (1182500 cepital category 88 par Rule 1831 .. . .oovvevnneen P Veaserantie Ciserrasereareres [ auo[
B (%) (2)A)—"Bpuaclal Account for the Exclusive Banefit of
customan” maintalned ... ... ... ol iiieni s nien . e becittrrerErnenar Venesransen I 45.0'
C. (K) {(2}{B}—All cusiemer transactions clesred thiough another
btokgr-deaier oh & fully disclosed basla. Name of clsaring
firm Oppenheimer & Co., Inc. #8-4077 [a333] X 4870
D. (k) (3)—Exampted by order of the Commisalon .......... Cvaeteabebasarar b Cevtberaraens e P 4380
Ownasrship Equily and Subordinated Lisbilities maturing or proposad to be
withdrawn within the next six menths and acerusfe, (as defined below),
which have not been deducted In the computation of Net Capital.
Typa of Proposed
withdrawa! or Amount to ba With- (MMDDYY} Expect
Acerusl insider or drawn [cash amount Withdrawal or to
Sae below for Qutisider? and/or Net Capital Maturlty Renew
cads o anter Name o! Lender or Coniributor {in or Qut} Vatue of Securities) Dats fy$s or no)
M ["4s00] [Cas01] [Cas02] [Tas03] [¢s0s) [[esos]
M [Cas10] [ae11] [aa12] [asn3] [n1d] [as1s]
b [ as20] [asa1] [ea22] [4s23] ["as24] [ae25]
2 I 4830 [ | “31[ | 4632[ I l!ﬂl I “MI | 4“5[
v 4840 4841 [aaa] [asa3] [asaa] [asas]
y [Canso] [w8s1) {aes2] Ty 4884 [asss]
3 [ass0 ] [atet] [[ase2] [es83] [assa] [aees]
M om0 ] [as71] [as7z] [ae73) [as7a | [eers]
: [4ss0} [ae1] [esez] [4sna] [assa | [ases]
M [ason ] [ass1] [aeez] [4e3] T [as0s]
TOTAL 83 [asen]
OMIT PENNIES

Instructions: Detail Tiating must Inciude 1he total of Hems maturing during the six month period tollowing the
repont date, regardiess of whathar or not the capisl contribution is axpected to be renewsd. The
scheduls mus! also Include proposed cepital withdrewsls schedulsd wihin the aix meonth
pariog folowing the report date Inctuging the proposed recemption of stock and payments of
Gabilities securad by kxed ssseis [which aze conmdersd allowsbls asasis in the capilal computation
pursusnt e Rule 15¢3-1{c){2)(1v}), which could De required by 1he lsnder on demand er In less
than six months,

WITHORAWAL CODE: DESCRIPTION
1 Equity Capital
2 Subordinsted Lisbillties
3 Accrusls
4 15c3-1{c}(2)itv) Llabllillen




PHASE I FINANCIAL, LTD.
INCOME AND EXPENSE RECONCILIATION
WITH COMPANY'S COMPUTATION
DECEMBER 31, 2007

NET INCOME AS REPORTED BY COMPANY'S
UNAUDITED FOCUS REPORTS

ADD:
Miscellaneous Error

LESS:
Foreign Tax Withheld on Dividend Income at Source (Canada) and
Carried as Receivable on Unaudited Balance Sheet

NET INCOME PER AUDITED FOCUS REPORT

25,748,794

18

25,748,812

171,629

25,577,183



PHASE II FINANCIAL, LTD.
NET CAPITAL RECONCILIATION
WITH COMPANY'S COMPUTATION
DECEMBER 31, 2007

NET CAPITAL AS REPORTED ON COMPANY'S

UNAUDITED PART 1I - FOCUS REPORTS 7,996,176
ADD:
Reduction in Nonallowable Assets 171,630
8,167,806
LESS:
Additional Expense - Foreign Tax Withheld 171,630

NET CAPITAL PER AUDITED FOCUS REPORT 7,996,176



PHASE II FINANCIAL, LTD.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2007

OPERATING ACTIVITIES:

Net Income 25,577,183
Increase in Receivables from Brokers (1,505,321)
Increase in Accounts Payable 47,486
Net Securities Purchased and Change in Market Value (26,219,963)

Net Cash Used In Operating Activities

(2,100,615)
FINANCING ACTIVITIES:
Partners' Contributions 2,117,500
Partners' Withdrawals (10,484)

Net Cash Provided by Financing Activities 2,107,016
INCREASE IN CASH AND CASH EQUIVALENTS 6,401
CASH AND CASH EQUIVALENTS 15,824

AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS 22,225

AT END OF YEAR



NOTES TO FINANCIAL STATEMENTS
PHASE II FINANCIAL, LTD.
DECEMBER 31, 2007

ACCOUNTING METHOD

The statements are prepared on the accrual method of accounting. For cash
flow purposes, only the checking account balances are considered as cash and cash
equivalents.

INVESTMENTS

Investments are stated at market value, with unrealized gain or loss recognized
in income.

INCOME TAXES

The Company is a partnership and both Federal and New York income taxes are
applicable credits flow-through to the partners.

RESERVE REQUIREMENTS

The Company does not carry any customer accounts or handle any securities.
All customer accounts are cleared on an introducing fully disclosed basis with
Oppenheimer & Co. Inc. Therefore, the computation for determination of reserve
requirements, and information relating to the possession or control requirements under
Rule 15C 3-3 are not applicable.

SAFEGUARDING PROCEDURES

The Company does not carry customer accounts or handle securities and,
therefore, there are no safeguarding procedures to review.

MATERIAL INADEQUACIES

No material inadequacies were found to exist at December 31, 2007, nor to
have existed during the year ended December 31, 2007.



OMB APPROVAL

Estimated average burden

OMB Number: 32350123
Explres: Jenusry 31,

1993
12.00

UNITED STATES hours per response ...,
SECURITIES AND EXCHANGE COMMISSION :
Washington, D.C. 20549

FOCUS REPORT
FORM X-17A-5
SCHEDULE I

(To be filed annually as of the end of calendar year)

Contents

Schedule I INFORMATION REQUIRED OF ALL BROKERS
AND DEALERS PURSUANT TO RULE 17a-5

Phase II Financial, Ltd.
Name of Respondent




UNITED STATES
SECURITIES AND EXCHANGE COMMISSIO
Washington, D.C. 20549

(Financial and Operational Combine

Form
X-17A-5

OMB APPROVAL

OMS8 Number:

N Expires:

hours per respense

3235-0123
January 31, 1593
Estimated avernge burden

ceae 12.00

FOCUS REPORT

d Unlform Single Repori)

Schedule |

INFORMATION REQUIRED OF BROKERS AND DEALERS PURSUANT TO RULE 17a.5
Report for the Calendar Year Z.QQZ‘

or if less than 12 months

Report for the period beginning L 1 (8005 ] and ending L1 (2005 ]
MM DD YY oo YY
SEC FILE NUMBER
8. 33559 (BoTT
;. NAME OF BROKER DEALER OFFICIAL USE ONLY
Phase II Financial, Ltd. 25351 N 9 s ., (5
Firm No MM Y Y
2. Name(s) of broker-dealer{s} merging with respondent during reporting period.
OFFICIAL USE ONLY
1 NAME: 8053| { ™ 8057
1 NAME: 8os4ly 8058
1 NAME: 8055 8958
. Y NAME: 8056 B060
3. Respondent conduc!s a securities business excluslvely with registered broker-dealers: '
{enter applicable code: 1=Yes 2=No) | 2 {8073 |
4. Respondent is registered as a specialist on a national securities exchange:
{enter applicable code: 1=Yes 2=No) [ 2 {8074 |
5 Respend ant makes markets in the following securities:
(a) equity SECUTilIeS. ... ..o imrriieineniaaceramenennns {enter applicable code: 1=Yes 2=No) | 2 18075 |
{B) MURICIPAIS . ..o eveievvvsreesaracereessnnsennsas..(enter applicable code: 1=Yes 2=No} [ 2 18076 |
{c) other debt INSITUMENES . ...ovuvinrnneneenceurannans (enter applicable code: 1=Yes 2=No) | 2 18077 |
6. Respondent Is registered solely as a municlpal bond dealer:
. (enter appticable code: 1=Yes 2=No) [ 2  [8078]
7. Respondent is an insurance company or an atfiliate of an insurance company:
{enter applicable code: 1=Yes 2=No) | 2 [8079 |
8. Respondent carries its own public customer accounts: !
: {enter applicable code: Y=Yes 2=No} [ 2 {8084 |
9. Respondeni’s total number of public customer accounts:
(carrying firms filing X-77A-5 Part Il only)
(2) PUBIIC CUTIOMET BECOUNS .\ v esseen e e rsuneaensss it sananneseneseannaaaaeraeaanns [0 __ [eoso]
(D) OMAIBUS BCEOUMIS . . .\ et et eeneansnnetnssaneesenseernnasesronressuernaseenecssnes 0 faos1 |
10. Respondent clears its public customer andlor proprietary accounts:
(enter applicable code: 1=Yes 2=No) [ 2 18085 |




FOCUS REPORT
Schedule |
page 2

11. Respondent clears its public customer accounts In the following manner:
(enter a “1" In appropriate boxes)

(a) Direct Mail (New York Stock Exchange Members Only) .........vvvnvnninnnennn.. ereeaeens | | 8086 |
o IR T . P | | 8087 |
L T L1174 11T T J R| {8088 |
() INroduUEINg . .ovevneiannnivnennnaes e '[‘ 1 [8089]
(e} Other ...o.oiiiiviiiiiiiiiiiaans e iea e teaeaaiarar s [ 18090 |

If Other please describe:

(N NOU BEPICADIO L1ttt ittt it ettt sttt i eae et taannearaniaraaessnenatsasnrans | |8091]

12 .{a) Respondent maintalns membership(s} on national securities exchange(s):
(enter applicable code: 1=Yes2=No) [ 2  [8100)

(b} Names of national securities exchange(s) in which respondent maintains memberships:
(enter a "1" In appropriate boxes}

) T -1 £ -V 8120
(2 BOSION 1ot iettee e e et et e e e et e e et e 8121
(3) CBOE © . eutntneee e e ettt e et e e e e e 8122
1= 221 S Ve 8123
(5) NOW YOIK .. oottt ottt it s ia et iraasaarantesstsansaesritorsannanns 8124
(6) Phlladelphia. ... i i i e e e e s 8125
) Pacific Coast........vviiiiiirrinnacaananca, etk et ra et 8126
1) T .17 8129
13. Employees:
(2) Number of TUll-1ime eMPIOYEES . ... \.vueitriare it iar i eraaee st aainissasiasnsannsss [ O {8101 |
(b) Number of full-time registered represantatives employed by respondent Included in 13a)...... [ o [8102]
14. Number of NASDAQ $tocks respondant makes markel ..................eeeeeesns e g [8103]
15. Total number of underwrlting syndicates respondent was & Membar. . ......ce.ueeeeeeesraneen. [ o {8104 ]
(Carrying or clearing firms filing X-174-5 Pan {l)
16. Number of respondent’s public customer transactions: Actudl ... i i 8105
Estimate ......ccoevevvrnvnnnnrans 8108

(a) enulty securities transactions elfecled on 2
ABLIONAl SECUMTIES EXCRANDR < . - et e et e e eae s et e e e e et et e easan e snanrrsrnsnaran [ 18107

(b} equlty securities transactiuns effacted other than on a
Nathotal SECUNLIES BXCRANGE .. .o\t ettt e e ettt e e e e ia e s e aiaian e, | [8108]

{c) commodity, bond, oplion, and other transactions eflected on oroff a
national securilies EXChaANGR o . .\ i reriatanereraarraneansnceassaracassnsnnrianssanses [

SEC 1675 (12-92) 6 of 8




FOCUS REPORT
Schedule |
page 3

17. RAespondent is a member of the Securities Investor Protection Corporation .
(enter applicable code: 1=Yes 2=Noj | » 1  [8111]
18. Number of branch offices operaled by respondent . ..............uiiiiiiiiiiniarerranrenanns | 0 [8112]

19. (a) Responden! directly or indirectly controls, is controlled by, or is under
common conirol with, a U.S. bank

(enter applicable code: 1=Yes 2=No) [ 2 {8130}

{b) Name of parent or affiliate [8131]
{c) Type of institution ]8132| .

20. Respondent is an affiliate or subsidiary of a foreign broker-dealer or bank .
{enter applicable code: 1=Yes 2=No) [ 2 18113} ‘

21. (a) Respondent is a subsidiary of a registered broker-gealer
v {enter applicable code: 1=Yes 2=No) | 2 [8114]

{b) Name of parent " l81ﬁl

22. Respondent is a subsidiary of a parent which is not a registered broker or deater
(enter applicable code: 1=Yes 2=No) | 2 {8115]

23. Respondent sends quarierly statements fo custormers pursuant to
i0L-10(b} in liev of daily or immediate confirmalions:

(enter applicable code: 1=Yes 2=No)* | 2 18117 ) .

24. Aggregate Dollar Amoun! of Non-Exempted OTC Sales of Exchange-Listed
Securities Done by Respondent During the Reporting Period ......... ... .cooiaiinii. o, | $ 0 {8118 |

*Required in any Schedule | filed for the calendar year 1878 and succeeding years
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